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regard to when the payment is made or
the service is rendered.

[T.D. 6664, 28 FR 7252, July 16, 1963, as amend-
ed by T.D. 6694, 28 FR 12929, Dec. 5, 1963; T.D.
6753; 29 FR 12718, Sept. 9, 1964]

§ 49.4251–2 Rate and application of
tax.

(a) Rate of tax. Tax is imposed on
amounts paid for each of the following
services rendered at the rate specified
below:

Taxable service Rate of tax
(percent)

General telephone service ................................... 10
Toll telephone service .......................................... 10
Telegraph service ................................................ 10
Teletypewriter exchange service ......................... 10
Wire mileage service ........................................... 10
Wire and equipment service ................................ 8

(b) Amounts paid. The term ‘‘amounts
paid’’ means the amounts collected for
the communication services specified
in paragraph (a) of this section, with-
out regard to whether the charge
therefor is paid or satisfied in money,
service, or other valuable consider-
ation. For additional provisions relat-
ing to the term ‘‘amounts paid’’ see the
section of the regulations relating to
the particular taxable service listed in
paragraph (a) of this section.

(c) Liability for, and return of, tax. The
taxes imposed by section 4251 are pay-
able by the person paying for the serv-
ices rendered, and must be paid to the
person rendering the services who is re-
quired to collect the tax and return
and pay over the tax.

[T.D. 6664, 28 FR 7252, July 16, 1963, as amend-
ed by T.D. 8442, 57 FR 48186, Oct. 22, 1992]

§ 49.4251–3 Applicability of sections
4251 to 4254, inclusive.

Except as otherwise provided in this
section, the applicability of sections
4251 to 4254, inclusive, as amended and
in effect on January 1, 1959, and the
regulations in this subpart extends
only to amounts paid on or after Janu-
ary 1, 1959, for services rendered on or
after such date. In the case of amounts
paid pursuant to bills rendered on or
after January 1, 1959, for services for
which no previous bill was rendered,
the sections of law and regulations re-
ferred to in the preceding sentence are
applicable in respect of that portion of
the amount paid pursuant to such bill

or bills as is attributable to services
rendered subsequent to October 31,
1958. For regulations applicable with
respect to amounts paid for services
rendered prior to November 1, 1958, and
amounts paid for services rendered
after October 31, 1958, for which a bill
was rendered prior to January 1, 1959,
see Part 42 of this chapter. See also
§§ 49.0–3 and 49.0–4, relating to the scope
of the regulations and the extent to
which prior regulations are superseded.

§ 49.4251–4 Prepaid telephone cards.

(a) In general. In the case of commu-
nications services acquired by means of
a prepaid telephone card (PTC), the
face amount of the PTC is treated as
an amount paid for communications
services and that amount is treated as
paid when the PTC is transferred by
any carrier to any person that is not a
carrier. This section provides rules for
the application of the section 4251 tax
to PTCs.

(b) Definitions. The following defini-
tions apply to this section:

Carrier means a telecommunications
carrier as defined in 47 U.S.C. 153.

Comparable PTC means a currently
available dollar card or tariffed unit
card (other than a PTC transferred in
bulk or under special circumstances,
such as for promotional purposes) that
provides the same type and amount of
communications services as the PTC to
which it is being compared.

Dollar card means a PTC the value of
which is designated by the carrier in
dollars (even if also designated in units
of service), provided that the des-
ignated value is not less than the
amount for which the PTC is expected
to be sold to a holder.

Holder means a person that purchases
other than for resale.

Prepaid telephone card (PTC) means a
card or similar arrangement that per-
mits its holder to obtain a fixed
amount of communications services by
means of a code (such as a personal
identification number (PIN)) or other
access device provided by the carrier
and to pay for those services in ad-
vance.

Tariff means a schedule of rates and
regulations filed by a carrier with the
Federal Communications Commission.
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Tariffed unit card means a unit card
that is transferred by a carrier—

(1) To a holder at a price that does
not exceed the designated number of
units on the PTC multiplied by the car-
rier’s tariffed price per unit; or

(2) To a transferee reseller subject to
a contractual or other arrangement
under which the price at which the
PTC is sold to a holder will not exceed
the designated number of units on the
PTC multiplied by the carrier’s tariffed
price per unit.

Transferee means the first person
that is not a carrier to whom a PTC is
transferred by a carrier.

Transferee reseller means a transferee
that purchases a PTC for resale.

Unit card means a PTC other than a
dollar card.

Untariffed unit card means a unit card
other than a tariffed unit card.

(c) Determination of face amount—(1)
Dollar card. The face amount of a dollar
card is the designated dollar value.

(2) Tariffed unit card. The face
amount of a tariffed unit card is the
designated number of units on the PTC
multiplied by the tariffed price per
unit.

(3) Untariffed unit card—(i) Transfer to
holder. The face amount of an
untariffed unit card transferred by a
carrier to a holder is the amount for
which the carrier sells the PTC to the
holder.

(ii) Transfer to transferee reseller—(A)
In general. The face amount of an
untariffed unit card transferred by a
carrier to a transferee reseller is at the
option of the carrier—

(1) The highest amount for which the
carrier sells a PTC that provides the
same type and amount of communica-
tions services to a holder that ordi-
narily would not be expected to buy
more than one such PTC at a time (if
the carrier makes such sales on a reg-
ular and arm’s-length basis) or the face
amount of a comparable PTC (if the
carrier does not make such sales on a
regular and arm’s-length basis);

(2) 135 percent of the amount for
which the carrier sells the PTC to the
transferee reseller (including in that
amount, in addition to any sum certain
fixed at the time of the sale, any con-
tingent amount per unit multiplied by

the designated number of units on the
PTC); or

(3) If the PTC is of a type that ordi-
narily is used entirely for domestic
communications service, the maximum
number of minutes of domestic com-
munications service on the PTC multi-
plied by the applicable rate.

(B) Applicable rate. The applicable
rate under paragraph (c)(3)(ii)(A)(3) of
this section with respect to a PTC is
$0.30 reduced (but not below $0.20) by
$0.01 for each full 20 minutes by which
the maximum number of minutes of do-
mestic communications service on the
PTC exceeds 40 minutes.

(C) Sales not at arm’s length. In the
case of a transfer of an untariffed unit
card by a carrier to a transferee re-
seller otherwise than through an
arm’s-length transaction, the fair mar-
ket retail value of the PTC shall be
substituted for the amount determined
in paragraph (c)(3)(ii)(A)(2) of this sec-
tion.

(4) Exclusion. The amount of any
state or local tax imposed on the fur-
nishing or sale of communications
services that is separately stated in the
bill or on the face of the PTC and the
amount of any section 4251 tax sepa-
rately stated in the bill or on the face
of the PTC are disregarded in deter-
mining, for purposes of this paragraph
(c), the amount for which a PTC is
sold.

(d) Liability for tax—(1) In general.
Under section 4251(d), the section
4251(a) tax is imposed on the transfer of
a PTC by a carrier to a transferee. The
person liable for the tax is the trans-
feree. Except as provided in paragraph
(d)(2) of this section, the person respon-
sible for collecting the tax is the car-
rier transferring the PTC to the trans-
feree. If a holder purchases a PTC from
a transferee reseller, the amount the
holder pays for the PTC is not treated
as an amount paid for communications
services and thus tax is not imposed on
that payment.

(2) Effect of statement that purchaser is
a carrier—(i) On transferor. A carrier
that transfers a PTC to a purchaser is
not responsible for collecting the tax
if, at the time of transfer, the trans-
feror carrier has received written noti-
fication from the purchaser that the
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purchaser is a carrier, and the trans-
feror has no reason to believe other-
wise. The notification to be provided
by the purchaser is a statement, signed
under penalties of perjury by a person
with authority to bind the purchaser,
that the purchaser is a carrier (as de-
fined in paragraph (b) of this section).
The statement is not required to take
any particular form.

(ii) On purchaser. If a purchaser that
is not a carrier provides the notifica-
tion described in paragraph (d)(2)(i) of
this section to the carrier that trans-
fers a PTC, the purchaser remains lia-
ble for the tax imposed on the transfer
of the PTC.

(3) Exemptions. Any exemptions avail-
able under section 4253 apply to the
transfer of a PTC from a carrier to a
holder. Section 4253 does not apply to
the transfer of a PTC from a carrier to
a transferee reseller.

(e) Examples. The following examples
illustrate the provisions of this sec-
tion:

Example 1. Unit card; sold to individual. (i)
On May 1, 2000, A, a carrier, sells a card it
calls a prepaid telephone card at A’s retail
store to P, an individual, for P’s use in mak-
ing telephone calls. A provides P with a PIN.
The value of the card is not denominated in
dollars, but the face of the card is marked 30
minutes. The sales price is $9. A tariff has
not been filed for the minutes on the card.
The toll telephone service acquired by pur-
chasing the card will be obtained by entering
the PIN and the telephone number to be
called.

(ii) Because P purchased from a carrier
other than for resale, P is a holder. The card
provides its holder, P, with a fixed amount of
communications services (30 minutes of toll
telephone service) to be obtained by means
of a PIN, for which P pays in advance of ob-
taining service; therefore, the card is a PTC.
Because the value of the PTC is not des-
ignated in dollars and a tariff has not been
filed for the minutes on the PTC, the PTC is
an untariffed unit card. Because it is trans-
ferred by the carrier to the holder, the face
amount is the sales price ($9).

(iii) The card is a PTC; thus, under section
4251(d), the face amount is treated as an
amount paid for communications services
and that amount is treated as paid when the
PTC is transferred from A to P. Accordingly,
at the time of transfer, P is liable for the 3
percent tax imposed by section 4251(a). The
amount of the tax is $0.27 (3% × the $9 face
amount). Thus, the total paid by P is $9.27,
the $9 sales price plus $0.27 tax. A is respon-
sible for collecting the tax from P.

Example 2. Unit card; given to individual. (i)
The facts are the same as in Example 1, ex-
cept that instead of selling a card, A gives a
30 minute card to P.

(ii) Although the card provides P with a
fixed amount of communications services (30
minutes of toll telephone service) to be ob-
tained by means of a PIN, P does not pay for
the service. Therefore, the card is not a PTC,
even though it is called a prepaid telephone
card by A.

(iii) Because the card is not a PTC, section
4251(d) does not apply. Furthermore, no tax
is imposed by section 4251(a) because no
amount is paid for the communications serv-
ices.

Example 3. Unit card; adding value. (i) After
using the card described in Example 2, P ar-
ranges with A by telephone to have 30 min-
utes of toll telephone service added to the
card. The sales price is $9. P is told to con-
tinue using the PIN provided with the card.

(ii) Because P purchased from a carrier
other than for resale, P is a holder. The ar-
rangement provides its holder, P, with a
fixed amount of communications services (30
minutes of toll telephone service) to be ob-
tained by means of a PIN, for which P pays
in advance of obtaining service; therefore,
the arrangement is a PTC. Because the value
of the PTC is not designated in dollars and a
tariff has not been filed for the minutes on
the PTC, the PTC is an untariffed unit card.
Because it is transferred by the carrier to
the holder, the face amount is the sales price
($9).

(iii) The arrangement is a PTC; thus, under
section 4251(d), the face amount is treated as
an amount paid for communications services
and that amount is treated as paid when the
PTC is transferred from A to P. Accordingly,
at the time of transfer, P is liable for the 3
percent tax imposed by section 4251(a). The
amount of the tax is $0.27 (3% × the $9 face
amount). Thus, the total paid by P is $9.27,
the $9 sales price plus $0.27 tax. A is respon-
sible for collecting the tax from P.

Example 4. Dollar card; sold other than for re-
sale. (i) On May 1, 2000, B, a carrier, sells
100,000 cards it calls prepaid telephone cards
to Q, an auto dealer, for $50,000. Q will give
away a card to each person that visits Q’s
dealership. B provides Q with a PIN for each
card. The face of each card is marked $3. The
toll telephone service acquired by pur-
chasing the card will be obtained by entering
the PIN and the telephone number to be
called.

(ii) Because Q purchased from a carrier
other than for resale, Q is a holder. Each
card provides its holder, Q, with a fixed
amount of communications services ($3 of
toll telephone service) to be obtained by
means of a PIN, for which Q pays in advance
of obtaining service; therefore, each card is a
PTC even though Q’s visitors do not pay for
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the cards. The value of each PTC is des-
ignated in dollars; therefore, each PTC is a
dollar card. Because the PTC is a dollar card,
the face amount is the designated dollar
value ($3).

(iii) The cards are PTCs; thus, under sec-
tion 4251(d), the face amount is treated as an
amount paid for communications services
and that amount is treated as paid when the
PTCs are transferred from B to Q. Accord-
ingly, at the time of transfer, Q is liable for
the 3 percent tax imposed by section 4251(a).
The amount of the tax is $9,000 (3% × the $3
face amount × 100,000 PTCs). Thus, the total
paid by Q is $59,000, the $50,000 sales price
plus $9,000 tax. B is responsible for collecting
the tax from Q.

Example 5. Tariffed unit card; sold to trans-
feree reseller. (i) On May 1, 2000, C, a carrier,
sells 1,000 cards it calls prepaid telephone
cards to R, a convenience store owner, for
$7,000. C provides R with a PIN for each card.
The value of the cards is not denominated in
dollars, but the face of each card is marked
30 minutes and a tariff of $0.33 per minute
has been filed for the minutes on each card.
R agrees that it will sell the cards to individ-
uals for their own use and at a price that
does not exceed $0.33 per minute. R actually
sells the cards for $9 each (that is, at a price
equivalent to $0.30 per minute). The toll tele-
phone service acquired by purchasing the
card will be obtained by entering the PIN
and the telephone number to be called.

(ii) Because R purchased from a carrier for
resale, R is a transferee reseller. Because R’s
customers will purchase other than for re-
sale, they will be holders. Each card sold by
R provides its holder, R’s customer, with a
fixed amount of communications services (30
minutes of toll telephone service) to be ob-
tained by means of a PIN provided by the
carrier, for which R’s customer pays in ad-
vance of obtaining service; therefore, each
card is a PTC. Because the value of each PTC
is not designated in dollars and C sells the
PTCs to R subject to an arrangement under
which the price at which the PTCs are sold
to holders will not exceed the designated
number of minutes on the PTC multiplied by
C’s tariffed price per minute, each PTC is a
tariffed unit card. Because the PTCs are
tariffed unit cards, the face amount of each
PTC is $9.90, the designated number of min-
utes on the PTC multiplied by the tariffed
price per minute (30 × $0.33), even though the
retail sale price of each card is $9.

(iii) The cards are PTCs; thus, under sec-
tion 4251(d), the face amount is treated as an
amount paid for communications services
and that amount is treated as paid when the
PTC is transferred from C to R. Accordingly,
at the time of transfer, R is liable for the 3
percent tax imposed by section 4251(a). The
amount of the tax is $297 (3% × the $9.90 face
amount × 1,000 PTCs). Thus, the total paid by
R is $7,297, the $7,000 sales price plus $297 tax.

C is responsible for collecting the tax from
R.

Example 6. Unit card; sold to transferee re-
seller. (i) On May 1, 2000, D, a carrier, sells
10,000 cards it calls prepaid telephone cards
to S, a convenience store owner, for $60,000.
D provides S with a PIN for each card. The
value of the cards is not denominated in dol-
lars, but the face of each card is marked 30
minutes. A tariff has not been filed for the
minutes on each card. S will sell the cards to
individuals for their own use for $9 each. D
also sells a card that provides 30 minutes of
the same type of communications service at
its retail store for $9. The toll telephone
service acquired by purchasing the card will
be obtained by entering the PIN and the tele-
phone number to be called.

(ii) Because S purchased from a carrier for
resale, S is a transferee reseller. Because S’s
customers will purchase other than for re-
sale, they will be holders. Each card sold by
S provides its holder, S’s customer, with a
fixed amount of communications services (30
minutes of toll telephone service) to be ob-
tained by means of a PIN provided by the
carrier, for which S’s customer pays in ad-
vance of obtaining service; therefore, each
card is a PTC. Because the value of each PTC
is not designated in dollars and a tariff has
not been filed for the minutes on the PTC,
each PTC is an untariffed unit card.

(iii) The PTCs are untariffed unit cards
transferred by the carrier to a transferee re-
seller. Thus, the face amount is determined
under paragraph (c)(3)(ii) of this section,
which permits D to choose from three alter-
native methods. Under paragraph
(c)(3)(ii)(A)(1) of this section, the face
amount of each PTC would be $9, the highest
amount for which D sells to holders pur-
chasing a single PTC. Alternatively, under
paragraph (c)(3)(ii)(A)(2) of this section, the
face amount of each PTC would be $8.10,
computed as follows: 135% × the $60,000 sales
price ÷ 10,000 PTC’s. Finally, under para-
graph (c)(3)(ii)(A)(3) of this section (assum-
ing the PTCs are of a type that ordinarily is
used entirely for domestic communications
services), the face amount of each PTC would
be $9 ($0.30 × 30 minutes).

(iv) The cards are PTCs; thus, under sec-
tion 4251(d), the face amount is treated as an
amount paid for communications services
and that amount is treated as paid when the
PTCs are transferred from D to S. Accord-
ingly, at the time of transfer, S is liable for
the 3 percent tax imposed by section 4251(a).
Assuming that D chooses to determine the
face amount as provided in paragraph
(c)(3)(ii)(A)(2) of this section, the amount of
the tax is $2,430 (3% x the $8.10 face amount
x 10,000 PTCs). Thus, the total paid by S is
$62,430, the $60,000 sales price plus $2,430 tax.
D is responsible for collecting the tax from
S.
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Example 7. Transfer of card that is not a PTC.
(i) On May 1, 2000, E, a carrier, provides a
telephone card to T, an individual, for T’s
use in making telephone calls. E provides T
with a PIN. The card provides access to an
unlimited amount of communications serv-
ices. E charges T $0.25 per minute of service,
and bills T monthly for services used. The
communications services acquired by using
the card will be obtained by entering the PIN
and the telephone number to be called.

(ii) Although the communications services
will be obtained by means of a PIN, T does
not receive a fixed amount of communica-
tions services. Also, T cannot pay in advance
since the amount of T’s payment obligation
depends upon the number of minutes used.
Therefore, the card is not a PTC.

(iii) Because the card is not a PTC, section
4251(d) does not apply. However, the 3 per-
cent tax imposed by section 4251(a) applies to
the amounts paid by T to E for the commu-
nications services. Accordingly, at the time
an amount is paid for communications serv-
ices, T is liable for tax. E is responsible for
collecting the tax from T.

(f) Effective date. This section is ap-
plicable with respect to PTCs trans-
ferred by a carrier on or after the first
day of the first calendar quarter begin-
ning after January 7, 2000.

[T.D. 8855, 64 FR 1057, Jan. 7, 2000; 65 FR
10153, Feb. 25, 2000]

§ 49.4252–1 General telephone service.
(a) In general. The term ‘‘general

telephone service’’ means any tele-
phone or radio telephone service fur-
nished in connection with any fixed or
mobile telephone or radio telephone
station which may be connected, di-
rectly or indirectly, to an exchange op-
erated by a person engaged in the busi-
ness of furnishing communication serv-
ice, if by means of such connection
communication may be established
with any other fixed or mobile tele-
phone or radio telephone station. Such
term includes generally the ordinary
residential and business or commercial
telephone service within a local service
area, and includes all types of such
service, such as individual line and
party line telephones, and extension
telephones. Where, in addition to the
basic periodic charge for such tele-
phone service within the local service
area, there are additional charges, for
example, for calls in excess of a certain
number or for calls between certain
points within the same local service

area, the telephone service for which
such additional charges are made is in-
cluded within the term ‘‘general tele-
phone service’’. These additional
charges for services within a local serv-
ice area, generally referred to as ‘‘mes-
sage units’’, are not considered to be
‘‘toll charges’’. General telephone serv-
ice, however, is not limited to service
furnished within a local service area.
Except as otherwise provided in this
paragraph, the term includes any serv-
ice furnished which is telephonic in na-
ture, regardless of the commercial or
other name or term by which such
service may be known or designated, if
the fixed or mobile telephone or radio
telephone station used in conjunction
with such service may be connected
(directly or indirectly) to an exchange
whether located within or without the
local service area operated by a person
engaged in the business of furnishing
communication service, and if by
means of such connection communica-
tion may be established with any other
fixed or mobile telephone or radio tele-
phone station. If the described facili-
ties may be connected to such an ex-
change, the service constitutes general
telephone service whether or not it is
the practice of the subscriber to the
service to make such connection, and
whether or not the person engaged in
the business of furnishing communica-
tion service permits the subscriber to
make such connection. General tele-
phone service also includes the use of
any private branch exchange (and any
fixed or mobile telephone or radio tele-
phone station connected, directly or in-
directly, with a private branch ex-
change), and any tie line or extension
line (including an off-premise exten-
sion line), which may be connected, di-
rectly or indirectly, to an exchange op-
erated by a person engaged in the busi-
ness of furnishing communication serv-
ice, if by means of such connection
communication may be established
with any other fixed or mobile tele-
phone or radio telephone station. How-
ever, the term does not include any
service which is toll telephone service
or wire and equipment service. For the
definition of the term ‘‘toll charge’’,
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